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Welfare : the Poor, the Near Poor,
the Recipients, the Cost
ByWandaM. Leonard, Public Affairs Agent,
Economics Department, South Dakota S~ate
University, and Fern L. Chamberlain, Weldare Consultant, CENCOAD, formerly
Chief, Research and Statistics, South Dakota
Department of Welfare, 1937-1966.
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Many people believe that almost all poor persons are recipients of welfare. The truth of the
matter is that only a small percentage of the total poor are receiving
assistance from the government.
To be considered poor and living in poverty conditions, an individual or family must be living
below or at the poverty level as
established by the Social Security ,
Administration. The poverty level
definition was developed to provide a guide for measuring "low
income" that woµld provire comparisons between places and between years. The definition takes
into account the size of the family,

whether the family is headed by a
male or female and whether the
family is a farm or non-farm family. The amounts are based on the
amount considered necessary to
provide food at the eco11omy
level 1 during temporary periods
when funds are very limited.
In the United States there are
over 25 million persons living in
poverty according to the 1970
census. The 1970 U. S. Cen~us
also shows · that 120,000 of these
persons are living in South
Dakota. This represents 18 percent of the total state population.
In May · 1973, less than 3d,000
people (about 25%) in South
1

Dakota received financial assistance through the State-Federal
programs. An additional 16,000
persons were receiving assistance
through the food stamp program..
The remaining _70,000 persons livi,n g in poverty were not receiving
any assistance under the pi;esent
welfare system. No report of people receiving County Poor R~lief
is available.
1
The U. S. Dept. of Agriculture periodically
publishes, "Family Food Budgeting," a booklet showing nutritionally balanced foodstuffs
at different cost levels: economy, low-cost,
moderate cost, and liberal. Included in the
booklet is the estimated cost of a week's food
at home at each of the levels .
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Many people make two assumptions about the poor in South
Dakota. One common assumption
is that persons are poor because
they lack the initiative to work,
that no one would be poor or living in poverty conditions if they
would secure employment and
remain working. Another assumption is that most of the poor are of
Indian descent; coupled with this
is the belief that all Indians get
government checks each month.
Both of these assumptions, while
widely held, are not completely
true.
For a better understanding of
the poor in South Dakota see Appendix Table 1. The table shows
that two-thirds of the 120,000 poor
persons in South Dakota were in
families with a male head, more
than half of whom worked fulltime in 1969, but their earnings
were not enough to provide for
their families. Although the larger
number of persons in poverty are
in white families and in families
headed by a male, a much larger
proportion of those in families
headed by a female and/or nonwhite are poor. One in six children in a family headed by a male
is poor while one in two of the
children in a family headed by a
female is poor. One in six white
children are poor. For children in
non-white families headed by a
female, the chances of living in
poverty are better than two out of
three.

The Near Poor
In addition to the 120,000 persons in South Dakota living below
·the poverty level, there are 44,000
persons whose incomes are between 100 and 125 percent of the
low income level. These "near
poor" are of particular interest,
because any financial stress could
place them below the poverty
level. If, for example, the headof-the-household were to become
temporarily unemployed or ill, or
if large unexpected legal or medical expenses were incurred, these
persons would quickly drop
below the poverty level.
As a group, the "near poor" represented 7% of all families and 9%
of all unrelated individuals. One
signific~nt characteristic is the
higher incidence of aged family

heads in the "poor" and "near
poor" category, one in four, as
compared to the aged family
heads in the group above 125% of
poverty, one in six.
The "near poor" become more
noticeable when their number is
added to the number of already
"poor." Adding the two groups
together raises the low income
population in South Dakota to
164,000 persons, an increase of37
percent. The total "poor" and
"near poor" population represents 26 percent of the South
Dakota population compared
with an 18 percent figure for the
United States.
South Dakota Recipients

The latest available data (May
1973) shows that only 4.5% or
29,682 persons living in South
Dakota are receiving cash payments under one of the four aid
programs-Old Age Assistance
(OAA), Aid to the Blind (AB), Aid
to the Disabled (AD), Aid for Dependent Children (ADC). The
Medicaid program as provided
under the Social Security Administration Art of 1965, was limited in South Dakota to recipients of financial assistance. Persons with comparable incomes
from earnings or other sources
(the medically indigent) are not
eligible. High medical bills could
make them eligible for financial
assistance.
In South Dakota, the largest
category of persons receiving
public assistance are those in the
Aid for Dependent Children
(ADC) section (72%). As of May
1973, there were 21,432 persons
receiving aid under this program
of which 15,904 were children.
The next largest category is the
aged (20%). The remaining 8% are
persons receiving aid because
they are either blind or disabled.
There is an additional group of
persons receiving aid under the
County Poor Relief program. This
program is not funded through the
State-Federal program. Persons
who do not fit into one of the four
State-Federal programs may seek
assistance through the County
Commissioners Poor Relief Fund.
Practices in the granting of Poor
Relief differ from county to

county. There are no general set
guidelines for the commissioners
to follow.
The Food Stamp Groups
In addition to the persons noted
above, there are many families
using the food stamp program. Of
the 29,682 persons receiving cash
benefits in May 1973, only 11,207
were making use of food stamps.
An additional 16,431 persons
were using food stamps. These
additional persons either do not
qualify for or are not accepting
cash benefits under the welfare
programs.
Indian Recipients
According to the 1970 census,
the South Dakota Indian population had increased to 4.9%
(32,402) of the people living in
South Dakota. The Research and
Statistics division of the South
Dakota Department of Welfare, in
a special report on Assistance to
Indian Recipients, indicated
three reasons why the Indian
population increased over 50%
between 1960 and 1970: (1) a continued high birth rate, (2) lowered
infant mortality rate, and (3) a willingness of Indians to identify
themselves as Indians.

The Research and Statistics report further stated that while 7%
of the children below age 18 are of
Indian descent, 46.4% of the Department of Public Welfare ADC
children recipients are Indian.
Also, the census data indicate that
only 2% of South Dakotans over
age 65 are Indian-yet 15% of the
recipients of OAA are Indian.
Those of Indian descent also
make up 18% of the AD and 39%
of the adults receiving funds
under the ADC program.
About half of the children infoster care are of Indian descent.
Foster care is small in comparison
to ADC, yet the portion of Indian
children under foster care is the
largest _proportion. Children of
Indian descent make up 58.5% of
those receiving boarding care.
Most of the public assistance
that is paid to Indian recipients is
paid to Indians that live on or near
the reservations. In South Dakota,
80% of the Indians live on or near
the reservations. See Figure 1 for
a description of reseNation counties. Most of the Indian families
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Figure 1. Reservation Areas in South Dakota. The shaded areas are considered reservation by the South Dakota State Department of Public Welfare.

have rights to sor,ne land but most
of them lease or rent to farmers
and ranchers so the only source of
income from the land is income
from the lease or rent.
From Table 1, it can be seen
that over 50% of the Indians living
in South Dakota are below age 18.
Also, as compared to the total
population, the Indian population
contains a smaller proportion of
persons in the earning years, to
support the children and the elderly. Note that over half of the
Caucasian population are in the
earning years to enable them to
support the young and the elderly.
The Nursing Home Recipients
According to the Research and
Statistics Report published by the
South Dakota Department of Public Welfare, a typical resident in a
skilled nursing home 2 in South
Dakota is a white female over 65
years of age. Overall, 90% of all
nursing home residents are over
65 years of age, 70% are female
and 98% are Caucasian. Over half

Table 1.-Racial and Age Makeup of South Dakota Population.
Age Group

Number
666,257
241,191
344,491
80,575

Total
Underl8years
18-64 years
65 years and over

Source:

South Dakota
Total Population

Indian Population

Percent Number
100.0 32,402
17,063
36.2
13,648
51.7
1,691
12.1

Percent
100.0
52.7
42.1
5.2

State Department of Public Welfare Research & Statistics, South Dakota Inaian
Recipients of Public Welfare, October 1972, p. 2.

of the skilled nursing home recipients are year-around residents.
Over 5% of welfare recipients in
the four aid programs lived in skilled nursing homes. Eighty-eight
percent of the nursing home residents were recipients of OAA,
11 % were AD and the remaining
1 % were either AB or ADC.
The State Department of Public
Welfare paid approximately $5
million to 64 skilled nursing
homes for the care of 2,132 recipients during fiscal 1972. This
does not indicate the full cost of
the care, as many recipients contribute what they can from their
own incomes. Those who have no
income receive $10 a month to

3

cover personal items such as clothing, cosmetics, shaving supplies, stationery, cards, stamps
and everything except the bare
essentials of shelter, food and
medical care. The $10 for personal items will increase to $25
per individual beginning January
1, 1974 when the Supplementary
Security Income law goes into effect.
Recipients of Medical Care
Over 23,000 welfare recipients
under the four eligible programs
2
A skilled nursing home has a registered nurse
in charge of nursing service and either a registered nurse or a licensed practical nurse on
duty at all times.

had at least one medical claim
paid during fiscal 1972 under
Title XIX (Medicaid) of the Social
Security Act. Most (61 %) of the
claims were paid to ADC families,
29% of the claims being made by
people age 65 or over under the
OAA program, with the remaining
10% being claimed by AD, AB
and foster child care.

The Cost of Welfare
At this point you have undoubtedly begun to speculate on the
amount of money the welfare
program costs as well as on the
amount that each of the recipients
receive.
Like almost everything else,
the cost of the welfare program
has been increasing. According to
national figures, the recent
growth in public assistance and
expenditure levels can be attributed to the growth in the number
of ADC recipients. At the national
level during the 1960-1969
period, the number of persons in
families receiving ADC payments
increased from 3 million to over
6.5 million; while the number of
recipients more than doubled, the
amount of money paid to the ADC
recipients
more
than
tripled-from $82.8 million in
1960 to $287.4 million in 1969.
During 1940 to 1965 the annual
benefit payments (including medical) under public income
maintenance programs increased
from $4.4 billion to $44.2 billion.
Social insurance, veterans and
public aid payments as a percent
of total personal income rose from
5.5% to 7.5%.
Costs that are most frequently
thought of as welfare costs are
support funds channeled through
the State Department of Public
Welfare. These costs in South
Dakota went up 148% between
1965 ($15,373,337) and 1972
($38,086,637), see Table 2.
The largest single factor contributing to the overall increase is
medical assistance which shows
an increase of 347% for nursing
and intermediate care homes and
an increase of 179% for other medical services. The money payments to recipients showed the
slightest increase with 83%. Child
welfar~ services increased 123%
and personnel costs went up
156%.

Why Expenditure Increases

The amount required to make
the maintenance payments to recipients is dependent on two factors: (1) the number of persons
who apply for and are determined
eligible for aid, and (2) the average of the grants made to these
eligible recipients based on department standards. Table 3 presents a comparison of the number
of recipients and average payments for FY 1965 and FY 1972.
The number of recipients of
OAA was down 4 7% which is part

of a long time trend, largely related to more elderly people
being eligible for Social Security
benefits. AB remained about the
same, down two recipients, as
more of the blind have become
eligible for disability payments,
and state service efforts have
made self-support possible for
many. AD increased by 50% in
spite of vocational rehabilitation
programs and disability benefits
under Social Security. There are
still those who do not qualify for
disability benefits under Social
Security because they have been
disabled all their lives and have
never built credits toward Social
Security. There also are those
who receive assistance because
the Social Security payments do
not cover their needs by assist-

ance standards. In addition there
are those who receive assistance
while in job training. ADC increased by 85%. This was the
largest proportioned increase of
any program. There are several
factors that account for this rise in
ADC recipients. The school census indicates a 26% increase in
enrollment during these same
years-therefore one factor that
likely contributes to the higher
number is more children. The divorce rate has also increased from
1.5 to 2.1 per 10 marriages. Since
social security benefits are paid
only to children whose father is
dead or disabled, needy children
with a father that has deserted, or
parents that have divorced or
separated have only ADC to depend on. Also, out of wedlock
births have increased from 55.8
per 1,000 live births to 98.9. In
addition,
more
unmarried
mothers are keeping their babies
according to the Department of
Public Welfare.
Table 3 shows the increase in
average payment for each type of
assistance. This increase is attributed to several factors. First, the
amount of money provided for the
recipients has increased. The
exact amount of increase occasioned by changes in standards
adopted by the Department for
determining the amount of the

Table 2-Department of Public Welfare Expenditures
for 1965 and 1972.
Expenditures
FY 1965
FY 1972
Maintenance payments
Old Age Assistance
Aid to the Blind
Aid to the Disabled
Aid to Dependent Children
Sub Total
Medical Assistance
Nursing and intermediate
care homes
Other medical
Sub .Total

Change between
FY 1965 & 1972

$3,980,780
93,527
711,386
4,110,119

$2,792,542
127,049
1,438,780
11,919,225

$-1,188,238
+ 33,522
+ 727,394
+ 7,809,107

$8,895,811

$16,277,596

$+7,381,785

$2,180,401
1,661,686

$9,742,005
4,638,327

$+ 7,561,594
+2,976,641

$3,842,087

$14,380,322

$+ 10,538,235

Child welfare services
(Foster care, day care,
homemaker, other)

$

824,579

$ 1,837,713

$+ 1,013,134

Personnel
(Salaries and fringe)

$ 1,501,808

$ 3,856,191

$+ 2,354,383

Other

$

309,052

$ 1,734,805

$+ 1,425,753

$15,373,337

$38,086,637

$+ 22,713,300

TOTAL
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grant to a recipient is difficult to
assess because the 1965 standards
differed for persons according to
age and sex classifications. The
standard personal allowance,
which includes food, clothing,
and other ·p ersonal items was $40
per person per month or $160 for a
family of four in 1972. Examples
of personal allowance amounts in
1965 would be $128.50, $154.85
and $171.25 for families of children of various ages.
Actual payment for ADC in
1965 were at 80% of these standards after income had been deducted. Actual payments in 1972
were for most of the year at 90% of
the standard, changed in April
1972 to 95%. In 1972 the ADC
payments were increased to 100
percent of standard. Payments for
OAA, AB and AD have been at 100
percent of standard throughoiit
the years. The increase in percent
of standard met accounts for part
of · the increase in money payments.
A flexible share of the payment
is in the area of housing. Amounts
allowed for housing have been
according to actual amounts paid,
up to a maximum of $90 in 1965
and $100 in 1972 (subject to percent reductions). Increase in
housing costs mean increase in
expenditures for money payments
but not any increase in living for
the family. In fact the opposite occurs, since housing costs must be
paid in full regardless of the percent level of the grant. The Consumer Price Index indicates an
increase from 1967 of34% in shelter costs.
Medical Costs
The increase in expenditures
for medical assistance reflects the
growth of the Medicaid program
which went into effect July 1,
1966. Medicaid provides payment
for care in nursing homes, for hospital and physicians services not
covered by Medicare (to certain
limits), for home health services
and certain other costs such as
ambulance fees. It does not cover
payment for prescription drugs
and this becomes the major expenditure made from County
Poor Relief funds.

Table 3-Analysis of Money Payments Made by the
South Dakota Department of Welfare.
FY 1965

Old Age Assistance
Average number per month
Average payment per recipient
per month
Aid to the Blind
Average number of recipients
per month
Average payment per recipient
per month
Aid to the Disabled
Average number of recipients
per month
Average payment per recipient
per month

Change
between
FY 1972 1965 to 1972

7,122*

3,754

-3,368

$46.58

$62.00

+$15.42

117*

115

-2

$66.62

$92.26

+$25.64

1,105

1,659

+554

$59.79

$72.25

+$1,246

Aid to Dependent Children
Number of recipients, average
per month
Average payment per recipient
per month

10,957

20,275

+9,318

$31.65

$48.99

+$17.34

Total
Average number of recipients
per month

19,301

25,803

+6,502

*Includes the rocipients in nursing and intermediate care homes who under the plan of
operation at that time received a small money payment for personal needs.

Social Services
Not only does the State Department of Welfare provide cash
benefits to the recipient and payment to vendors for medical services, etc., they also provide various types of social services. The
social services are provided for
the recipients of welfare as well as
others in the community if conditions are such that they are in the
"near poor" category. Some of
these services include child care,
foster care, family planning,
homemakers help, education and
training, housing, legal, family
counseling and adoption-both
helping people to adopt and helping those who want to place their
children. Foster care is paid for by
the state, BIA, ADC and the
county as well as individual
funds.
County Poor Relief
There are needy individuals
who do not qualify for aid under
one of the State-Federal programs. By South Dakota law, counties are responsible for relieving
the poor found in their borders.
Each year counties spend more
than a million dollars in fulfilling

5

this commitment. Besides medical care, counties aid recipients
with subsistence, foster care for
children, burial and some payments for congregate care. Payments are made to suppliers of
goods and materials, whereas in
the State-Federal programs cash
payments are made to the individual. Usually more than half of
the county poor relief is needed to
supplement the grants to public
assistance recipients. The supplement becomes necessary for
those waiting approval of public
assistance programs, in cases of
emergencies, for all drugs and
some medical expenses and for
persons in the household who do
not qualify for State-Federal
assistance.
Cost Summary
The overall cost increase of
148% between 1965 and 1972 and
the increase in the total number of
recipients may seem alarming.
However the proportion of South
Dakota population receiving all
forms of financial assistance has
been consistently below the national average, although South
Dakota is usually among the 13

lowest per capita income states
where you would expect the
proportion to be higher.
South Dakota expenditures for
state and local funds per inhabitant is about half the national ratio,
while the percent of Federal
funds used in making public assistance payments has been about
20% to 25% higher than the national average.
In 1963 the state and local expenditures for public assistance
in South Dakota took $2.27 of each
$1,000 of personal income (60% of
the national rate). By 1970, these
-expenditures took $4.45 of each
$1,000 (54% of the national rate).
Total ~xpenditures, including
the share from Federal funds, per
inhabitant in South Dakota were
$18.54 in 1963 (77% of the national rate) and $37.95 in 1970
(61 % of the national rate.) Included in the $37.95 is $12.10
paid to medical vendors, which
includes nursing homes, hospitals, physicians and miscellaneous (not drugs or dental).

Recipients per 1,000 residents in South Dakota and the United States:

Proportion of population
receiving money payments

1970
SD/US

1971
SD/US

1972
SD/US

1969
SD/US

41.2/71.8 38.0/69.1 35.8/60.1

33/50

OAA

5.5/9.7

5.8/9.9

6.3/10.1

6/10

AB and AD

2.7/5.8

2.4/5.2

2.4/4. 7

2/4

31.7/52.1 28.9/49.3 26.1/40.8

24/32

ADC
General Assistance
(County Poor Relief)

1.3/4.2

1.9/4.7

1.0/4.5

1/4

(
Appendix Table 1. The Poor in South Dakota.
Poor Persons

Number

All persons below the poverty level

119,143

In families with male head
In families with female head
Unrelated individuals 65 or older
Unrelated individuals under 65

78,940
15,519
13,053
11,631

All persons below the poverty level
Family heads under 65:
Male
Female
Family members under 18:
With male head
With female head
Other family members under 65
Unrelated individuals under 65
Persons 65 or older:
Male family fieads
Female family heads
Other family members
Unrelated individuals

119,143

All persons below the poverty level
Urban
Rural non-farm
Rural farm
All persons below the poverty level
White
Non-white

Proportion of
Those in Poverty
100%
66.3
13.0
10.9
9.8
100%

Proportion of
Total Population
18.6%
14.4
39.9
55.6
40.7
18.6%

14,564
3,378

12.2
2.8

11.9
36.6

35,981
9,308
20,550
11,631

30.2
7.8
17.4
9.8

16.2
53.1
12.4
40.7

5,240
761
4,677
13,053

4.4
0.6
3.9
10.9

20.6
25.4
21.0
55.6

119,143
35,443
44,739
38,961

100%
29.7
37.6
32.7

18.6%
12. 7
22.5
24.0

119,143
102,226
16,917

100%
85.8

18.6%
16.8
52.9

14.2

Source: U.S. Bureau of the Census, Census of Population: 1970, Detailed Oiaracteristics,
Final Report PC(l+-D 43 South Dakota, U.S. Government Printing Office,
Washington, D.C., 1972, Table 207.
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Appendix Table 2. The Poor in South Dakota
Poor Families
All families below the poverty
level
White families with male head
White families with female head
Non-white families with male head
Non-white families with female head
All families below the poverty level
with related children under 18
White families with male head
White families with female head
Non-white families with male head
Non-white families with female head
Source:

Proportion of
Number Those in Poverty
23,943
17,895
3,121
1,909
1,018
14,818
9,962
2,318
1,573
965

100%
74.7
13.0
8.0
4.3
100%
67.2
15.7
10.6
6.5

Proportion of
Total Population
14.8%
12.3
29.4
47.2
63.9
15.8%
12.0
38.7
49.0
69.5

U.S. Bureau of the Census, Census of Population: 1970, Detailed Characteristics,
Final Report PC(l+,-D 43 South Dakota, U.S. Government Printing Office,
Washington, D.C., 1972, Table 208.

Appendix Table 3. The Poor in South Dakota
Family Heads
All family heads below
the poverty level
In armed forces
Worked 3 5 hrs/wk or more
Other employed
Unemployed
Enrolled in school
Other not in labor force
Female family heads below the poverty
level
In armed forces
Worked 3 5 hrs/wk or more
with related children under 18
with related children under 6
Other employed
Unemployed
In school
Other not in labor force

Source:

Proportion of
Number Those in Poverty
23,943
292
11,504
2,129
754
509
8,755
12,214
4
629
585
242
566
196
116
2,628

100%
1.2
48.0
8.9
3.2
2.1
36.6
100%

Proportion of
Total Population
14.8%
9.4
10.2
14.4
30.7
37.8
32.5
33.9%
14.7
20.9
31.2
33.4
56.6
64.1
46.0

U.S. Bureau of the Census, Census of Population: 1970, Detailed Characteristics,
Final Report PC(l+,-D 43 South Dakota, U.S. Government Printing Office,
Washington, D.C., 1972, Table 209.
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